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l. East Cermanexport sales prices for products g0id to ncn=Soviet Blec countries
ere not necessarily indicative of the manufacturing costs of the producst.

. While these latiter costs are included in the cxlcoulations,. the factor of
competitive prices for the same product oz the world murkei ir non-Seviet
Bloc countries is used to determine the export sales price. In genaral
terms; the export sales price is determined sz followa

8. The manufacturer of a product for export informs the: ITA orgapizaiion
handling the export order of the manvfacturing cos<a. This includas all

expenges involved in the manufacture of the pxcdun; The 0IA adds
prescribed profit quotas and thes cost of shippiag the product to an export
harbor or 3tation from which the product wou'd normslly leave the
country.

b. Sales representatives in non-Communist Bloc scuntries constantly submit
quoetations of sales prices of products expurted by other countries.
These sales prices from competitors are uscd to establish & maximum sales
price for the Emst Germen product which car. zompets favorably with the
sales prices offered by cther countries. reiationsnip is then estahlish-
ed between the totsl DME costs, including » satisfactery profit and the
optimum sales prices developed to compete cr the world market. This
relationship is expressed by a coefficient, by which the DME sales price

is multiplied in order to find the export vales price expressed in foreign
currency.

c¢. The following is a hypothetical exampla. 4 certain typs of radic receiver,
ype "A", costs 150 DME to manufacture, pack, and ship t¢ 2 potential
customer country. A similar radio, built bty a comreting couatyy, selis im
the same potential customer country for the aqive’ ent of $50.00. This
shoews a ratio of 150 DME to $50 and canbe cxpressed by the coefficient
2350 Other radio receivers show a similar relationship between competing
sales price and East German cost. iiowever, the -ast German cost is multiniied
by a slightly lower coerricient in oresr vo arrive at 2 salss reice in the cus.-
tomer countrv
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that will be gomewhat lower thasn the price of competing radios. In thae
R - iy Ao v ) .
‘e . ingkanabg such a,covificient wounld be .31 or 32. Therefore, & radio
L ~ wRigH, coatil,a50. OMME to produce, ship, and sell is aold for eoout

s .  34G.50 or 847750. ' This, of coirse, is out of sll proportion o the

T o ceppice of the radio if free monsy varket conversions were uged. 150 DNE
on the West Berlisu open exshanse is worth epproximately  33-33 DiW.,
which equals  approximately §7-9%.

d- These conversion coefficients ars prevared o nt Least four desimel
places. It hag been observed. however, that the conversion soefficient
from DME to U.5. eurrency Tluciuates between 3 end 3% for zachinery
exported by DIA-Invesc~Export, depending upon the country sni the specifin
type of produst. .The coefficient applicubic to DME agnd pound g%erling
conversion varies from .25 t0 --- The letuer facior seldom goes that
low, however.

2. 1t happenc at times that the Sast German vermment de:rees that a certain
product be sold &t less than cost for various reesons, such as prestige.
desire to damege the industry or ezonomy of o competator sountsy, or need
to sequire heard-currency foreign tredits.
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